Internal Revenue Service, Treasury

to an earlier date. If recording or dock-
eting is necessary under local law be-
fore a judgment becomes effective
against third parties acquiring liens on
real property, a judgment lien under
such local law is not perfected with re-
spect to real property until the time of
such recordation or docketing. If under
local law levy or seizure is necessary
before a judgment lien becomes effec-
tive against third parties acquiring
liens on personal property, then a judg-
ment lien under such local law is not
perfected until levy or seizure of the
personal property involved. The term
“judgment’ does not include the deter-
mination of a quasi-judicial body or of
an individual acting in a quasi-judicial
capacity such as the action of State
taxing authorities.

[T.D. 7429, 41 FR 35511, Aug. 23, 1976]

§301.6323(i)-1 Special rules.

(a) Actual notice or knowledge. For
purposes of subchapter C (section 6321
and following), chapter 64 of the Code,
an organization is deemed, in any
transaction, to have actual notice or
knowledge of any fact from the time
the fact is brought to the attention of
the individual conducting the trans-
action, and in any event from the time
the fact would have been brought to
the individual’s attention if the organi-
zation had exercised due diligence. An
organization exercises due diligence if
it maintains reasonable routines for
communicating significant informa-
tion to the person conducting the
transaction and there is reasonable
compliance with the routines. Due dili-
gence does not require an individual
acting for the organization to commu-
nicate information unless such commu-
nication is part of his regular duties or
unless he has reason to know of the
transaction and that the transaction
would be materially affected by the in-
formation.

(b) Subrogation—(1) In general. Where,
under local law, one person is sub-
rogated to the rights of another with
respect to a lien or interest, such per-
son shall be subrogated to such rights
for purposes of any lien imposed by sec-
tion 6321 or 6324. Thus, if a tax lien im-
posed by section 6321 or 6324 is not
valid with respect to a particular inter-
est as against the holder of that inter-

§301.6323(i)-1

est, then the tax lien also is not valid
with respect to that interest as against
any person who, under local law, is a
successor in interest to the holder of
that interest.

(2) Example. The application of this
paragraph may be illustrated by the
following example:

Example. On February 1, 1968, an assess-
ment is made and a tax lien arises with re-
spect to A’s delinquent tax liability. On Feb-
ruary 25, 1968, in accordance with
§301.6323(f)-1, a notice of lien is properly
filed. On March 1, 1968, A negotiates a loan
from B, the security for which is a second
mortgage on property owned by A. The first
mortgage on the property is held by C and
has priority over the tax lien. Upon default
by A, C begins proceedings to foreclose upon
the first mortgage. On September 1, 1968, B
pays the amount of principal and interest in
default to C in order to protect the second
mortgage against the pending foreclosure of
C’s senior mortgage. Under local law, B is
subrogated to C’s rights to the extent of the
payment to C. Therefore, the tax lien is in-
valid against B to the extent he became sub-
rogated to C’s rights even though the tax
lien is valid against B’s second mortgage on
the property.

(c) Disclosure of amount of outstanding
lien. If a notice of lien has been filed
(see §301.6323(f)-1), the amount of the
outstanding obligation secured by the
lien is authorized to be disclosed as a
matter of public record on Form 668
“Notice of Federal Tax Lien Under In-
ternal Revenue Laws.”” The amount of
the outstanding obligation secured by
the lien remaining unpaid at the time
of an inquiry is authorized to be dis-
closed to any person who has a proper
interest in determining this amount.
Any person who has a right in the prop-
erty or intends to obtain a right in the
property by purchase or otherwise will,
upon presentation by him of satisfac-
tory evidence be considered to have a
proper interest. Any person desiring
this information may make his request
to the office of the Internal Revenue
Service named on the notice of lien
with respect to which the request is
made. The request should clearly de-
scribe the property subject to the lien,
identify the applicable lien, and give
the reasons for requesting the informa-
tion.

[T.D. 7429, 41 FR 35511, Aug. 23, 1976]
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